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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE
STATE OF CALIFORNIA

Order Instituting Rulemaking to Integrate )
Procurement Policies and Consider Long-Term ) R.06-02-013
Procurement Plans. )

COMMENTS OF SOUTHERN CALIFORNIA EDISON COMPANY (U 338-E), PACIFIC
GAS AND ELECTRIC COMPANY (U 39-E), NRG ENERGY, INC., THE UTILITY
REFORM NETWORK, COALITION OF CALIFORNIA UTILITY EMPLOYEES, AND
THE CALIFORNIA UNIONS FOR RELTABLE ENERGY ON THE DRAFT DECISION
OF ALJ BROWN ON NEW GENERATION AND LONG-TERM CONTRACT
PROPOSALS AND COST ALLOCATION

Pursuant to Article 19 of the Commission’s Rules of Practice and Procedure, Southern
California Edison Company (SCE), Pacific Gas and Electric Company (PG&E), NRG Energy,
Inc. (NRG), The Utility Reform Network (TURN), Coalition of California Utility Employees
(CCUE), and the California Unions for Reliable Energy (CURE) (collectively, Joint Parties),
respectfully submit these comments on the June 20, 2006 draft decision of Administrative Law
Judge (ALJ) Brown on New Generation and Long-Term Contract Proposals and Cost Allocation
(Draft Decision).

L.
INTRODUCTION

The Joint Parties commend ALJ Brown for the thoughtful and balanced policy direction
presented in the Draft Decision. The Draft Decision provides a sound framework for
encouraging the development of new generation resources in California while allowing the

continued development of a competitive wholesale electricity market. In order to encourage the

1 PG&E, NRG, TURN, CCUE, and CURE have authorized SCE to submit this filing on their behalf.
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development of new generation in California, the Draft Decision embraces a core principle
advocated by the Joint Parties — that the costs and benefits of new generation resources should be
allocated equitably to all benefiting customers, including direct access customers, on whose
behalf the costs associated with these resources are incurred. The support for the Draft Decision
expressed by numerous parties attending the June 28, 2006 meeting conducted by Commission
President Peevey demonstrates both the need and support for a cost allocation mechanism that
will encourage new generation in California. Certain language in the Draft Decision should,
however, be clarified to avoid undermining the effectiveness of the Draft Decision. Specifically,
the Draft Decision should be modified:
e To confirm that new generation developed pursuant to the interim cost allocation
mechanism will continue to receive the cost recovery treatment adopted in the
Draft Decision for the duration of the commitment or at least ten years from the
time that a new unit comes on-line, regardless of the subsequent implementation
of any market-based systems, such as capacity markets.
e To provide that any opt-out mechanism subsequently adopted by the Commission
will apply only to resources acquired under future requests for offers (RFOs).
e To defer all details of the energy rights auction described in the Draft Decision to
Phase 2 of this proceeding. The discussion in the Draft Decision should be
modified so as not to prejudge the auction design or the nature of the energy
rights to be auctioned.
e To allow utility-owned resources to qualify for the Draft Decision’s cost recovery
mechanism.2
e To expressly authorize SCE to proceed in parallel with both the fast-track and
standard-track portions of its RFO, to confirm that the latest on-line date for fast-
track projects is August 1, 2010, and to clarify that the Commission will consider
power purchase agreements (PPAs) slightly longer than ten years in term to

capture any remaining peak-season months in the final contract year.

2 NRG does not support allowing utility-owned resources to qualify for the Draft Decision’s cost recovery

mechanism. NRG will address this topic in its own, separately filed comments.
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e To clarify that, although renewable projects may participate in new generation
RFOs, new generation RFOs are not renewables portfolio standard (RPS) RFOs,
and no market price referent (MPR) will be calculated nor will supplemental
energy payment (SEP) funds be available to renewable projects that are selected.
e To clarify the definition of “benefiting customers” who would be liable for any
non-bypassable charges arising from the new generation commitments.
Subject to the foregoing modifications, as set forth more fully below and in Attachment A, the

Draft Decision should be adopted.

II.
THE DRAFT DECISION’S COST ALLOCATION MECHANISM MUST PROVIDE

COST RECOVERY FOR SELECTED RESOURCES FOR THE FULL DURATION OF

THE COMMITMENT OR AT LEAST TEN YEARS

The Draft Decision appropriately states that its proposed cost allocation mechanism is
adopted “on a limited and transitional basis” to encourage necessary investment in new
generation.2 However, the Draft Decision contains language that appears to suggest that, once
new market institutions are implemented in Phase 2 of the Resource Adequacy proceeding, R.05-
12-013, the Draft Decision’s proposed cost allocation mechanism would not be applied even to
resources that were already approved for cost recovery pursuant to the Draft Decision.* While
the Joint Parties agree that the cost allocation mechanism is an interim solution, there needs to be
regulatory and commercial certainty on cost recovery and cost allocation for contracts entered
into while the interim solution is in effect. The development and functioning of capacity markets
is uncertain, and allowing new generation contracts to be subject to these mechanisms, ex post,
would result in continued and unacceptable uncertainty. This would defeat the fundamental

purpose of the Draft Decision to provide cost recovery assurances sufficient to encourage the

Draft Decision at 4; see also id. at 23-25, Finding of Fact No. 19.
See id. at 27, 42

[ W
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development of new generation resources in California. The Draft Decision should be modified,
as set forth in Attachment A, to clearly provide that new generation developed pursuant to the
interim cost allocation mechanism will continue to receive the cost recovery treatment adopted in
the Draft Decision for the duration of the commitment or at least ten years from the time that a
new unit comes on-line, regardless of the subsequent implementation of any market-based
systems, such as capacity markets (although any future capacity market revenues derived from
these resources could be netted against the cost of those resources).

Similarly, the Draft Decision expresses interest in considering an “opt-out” mechanism in
the Resource Adequacy proceeding.> Although the Draft Decision does not address the details of
an opt-out mechanism, such a mechanism could allow a load-serving entity to opt out of the
Draft Decision’s benefit and cost allocation mechanism by demonstrating that it is “fully
resourced for the next four or 10 years”® or upon a demonstration that “a portion [of the LSE’s]
resource portfolio was sourced by new resources.”’

The Joint Parties support consideration of an opt-out mechanism for use with future
RFOs and support the Draft Decision’s recommendation to consider this issue in Phase 2 of the
Resource Adequacy (RA) proceeding, R.05-12-013. However, an opt-out mechanism must not
be applied to any resources that are approved for cost recovery pursuant to the Draft Decision
because, as discussed above, this would create uncertainty and defeat the fundamental purpose of
the Draft Decision. The Draft Decision should be modified, as set forth in Attachment A, to
clearly state that any opt-out mechanism subsequently adopted by the Commission will apply
only to future RFOs and would not apply to resources already approved for cost recovery

pursuant to the Draft Decision.

S Seeid. at35.
6 Id
7 1d
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I11.
THE DRAFT DECISION SHOULD CLEARLY DEFER DETAILS OF THE

PROPOSED ENERGY RIGHTS AUCTION TO PHASE 2

The Draft Decision provides that, in order for the interim cost allocation mechanism to
apply, the utilities must conduct periodic auctions for the “energy rights” to all resources that are
acquired.® The Joint Parties do not, in principle, oppose the idea of using an energy rights
auction mechanism. However, such a mechanism raises extremely complex issues that will
require much further development.

The Draft Decision appropriately concludes that “[i]t is reasonable to defer many of the
implementation details of this cost allocation mechanism to Phase II of this proceeding . . . .2
However, portions of the Draft Decision appear to prejudge the nature of the “energy rights” to
be auctioned by assuming they will be tolling rights.1? At this point in time, it is unclear whether
it is preferable to auction a financial product or to auction the physical dispatch rights to a
particular unit. The Draft Decision should be modified so as not to prejudge the auction design
or the nature of the “energy rights” to be auctioned and, instead, should allow the utilities to
submit auction proposals in their upcoming long-term procurement plan proceeding filings.
Until such time as an energy rights auction mechanism can be approved, an auction can be
conducted, and energy deliveries can begin under an energy rights contract, the utilities should
continue to manage energy rights in accordance with the original terms of the Joint Parties’
proposal. Moreover, the utilities should not be forced to accept any of the resulting bids from an
energy rights auction if bid prices and contract terms are not competitive. In such a case, energy
rights should continue to be managed by the utility under normal Commission oversight, and
another auction should be conducted at a later date. This will ensure that all benefiting

customers — both bundled and direct access — realize adequate value from the new generation

See id. at 31-33, Finding of Fact No. 20, Conclusion of Law No. 8, Ordering Paragraph Nos. 2, 3.
1Id. at Conclusion of Law No. 9.
See id. at 32.
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contract entered on their behalf. The Joint Parties’ recommended modifications are set forth in

Attachment A.

IVv.
UTILITY-OWNED RESOURCES SHOULD BE ELIGIBLE FOR THE DRAFT

DECISION’S COST RECOVERY MECHANISM

The Draft Decision’s proposed cost recovery mechanism recognizes that new generation
benefits all electric customers in California, not just bundled service customers, and that action
now is necessary to “assure adequate new capacity during the time in which we a[re]
transitioning to more robust and durable market institutions.”!! Clearly, such benefits arise from
all new generating resources, whether from PPAs or from new utility-owned resources. Yet, the
Draft Decision makes the surprising and incorrect statement that utility-owned generation is
“essentially dedicated to bundled customers.”!2 This statement should be deleted from the Draft
Decision. The Commission should not foreclose the option of using utility-owned generation,
either now or in the future, to provide reliability or other benefits to the system as a whole. The
cost allocation mechanism adopted in the Draft Decision should apply equally to all new
generation, not just PPAs, most importantly because utility generation may be the best deal for
customers.

The Commission has repeatedly held that it prefers a hybrid market consisting of both
utility-owned and independently-owned generation. In Decision 04-01-050, the Commission
concluded that “a portfolio mix of short-term transactions, new utility-owned plant, and long-
term PPAs is optimal.”3 In Decision 04-12-048, the Commission confirmed its “preference for
a hybrid wholesale electric market consisting of PPAs and IOU owned resources.”'# The Draft

Decision departs from these prior decisions to foster both utility-owned and independently-

Id. at 4.

Id.

D.04-01-050 at 60.
D.04-12-048 at 127.

1= 1S |
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owned generation through head-to-head competition. By requiring PG&E and SCE to satisfy all
of the system’s need for capacity exclusively with PPAs, the Draft Decision effectively
eliminates any opportunity for utility-owned generation. This hurts all California electric
customers by eliminating a potentially lower cost option.

By eliminating cost-based generation and considering only market-based generation, the
prices paid under this transitional mechanism may well be higher. Because there are a limited
number of potential new power plants that are capable of coming on-line by 2009, all of the
participants will know that price competition will be limited. The market will be more
disciplined if the option for cost-based utility generation is retained. As a result, both bundled
service and direct access customers will pay less.

This conclusion is not based on mere theory or ideology. It is the reality of the PG&E
Long Term RFO. To ensure fair head-to-head competition, the Commission required that an
Independent Evaluator (IE) participate in reviewing the evaluation of offers to the utility. The IE
offered testimony that the competition was fair, that the resulting mix of two utility and five
independent power plants was the best portfolio and, most importantly, that the utility plant was

the most cost-effective.
Q. What do you conclude about the final contracts?

A. I conclude that the final set of contracts that have been submitted with
PG&E’s Application to the CPUC represent the best portfolio of new
generation resources.... | believe that they represent the overall combined
lowest cost/lowest risk set of resources to meet the capacity needs of
PG&E’s customers in the 2009-2010 period.

Q. One of the final contracts submitted with PG&E’s Application was a
Facility Ownership [Purchase and Sale Agreement] PSA. From a cost-
effectiveness standpoint, how does this offer compare to the other final
contracts?

A. It is the most cost-effective of the final contracts....

skekesk

Q. Did you sense any bias on PG&E’s part in favor of Facility Ownership
PSA contracts over PPAs?
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A. No. Everything I observed about PG&E’s evaluation and decision-making
process indicated that PG&E was interested in acquiring contracts that
would provide the greatest benefits for its customers — period..>

Moreover, as the Draft Decision recognizes, Assembly Bill 380 authorizes the
Commission to adopt “a cost allocation methodology that spreads the cost of new generation.”'6
AB 380 is not limited to new generation acquired through PPAs. Instead, all new generation that
provides “system reliability and local area reliability” should be able to participate in the
Commission’s approved cost allocation mechanism.

Finally, as the Commission recently recognized in the Greenhouse Gas proceeding,
imposing requirements on utility-owned generation while exempting non-utility-owned
generation can cause competitive disadvantages to the utility.l” The same principle applies in
this proceeding. Limiting the cost allocation mechanism to non-utility-owned generation would
unfairly benefit certain non-utility generators and competitively disadvantage utility-owned
generation. Given that the cost allocation mechanism is intended to encourage the development
of new generation, it should apply to all new generation, not just PPAs. The Commission should
revise the Draft Decision to allow both utility and independent generation to compete head-to-

head for the opportunity to satisfy the system’s need for capacity.

w

Direct Testimony of Alan S. Taylor, A.06-04-012 at 28-29.
Draft Decision at 39.
D.06-02-032 at 26, aff’d, D.06-06-071 at 29.

N

~
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V.
THE DRAFT DECISION SHOULD AUTHORIZE SCE TO PROCEED IN PARALLEL

WITH BOTH THE FAST-TRACK AND STANDARD-TRACK PORTIONS OF ITS RFO,

SHOULD CONFIRM THE LATEST ON-LINE DATE FOR FAST-TRACK PROJECTS,

AND SHOULD CLEARLY STATE THAT THE COMMISSION WILL CONSIDER

PPAS SLIGHTLY LONGER THAN TEN YEARS IN TERM TO CAPTURE ANY

REMAINING PEAK-SEASON MONTHS IN THE FINAL CONTRACT YEAR

SCE proposed an RFO fast-track that was limited to resources that could be on-line by
summer of 2009. However, SCE recognized that there might be other resources that could
contribute to reliability that could require additional time to come on-line and proposed an RFO
standard-track for resources that could be on-line by 2013. The Draft Decision mentions only
the fast-track portion of SCE’s RFO proposal and states that the fast-track would include
resources that might come on-line by 2010.1¢ The Draft Decision makes no reference to the
standard-track portion of SCE’s RFO proposal.

SCE chose a 2009 on-line date for the fast-track portion of its RFO proposal to limit the
fast-track to resources that could serve near-term needs. SCE agrees with extending the limit for
fast-track resources to 2010 if this is the Commission’s desire. Indeed, extending the latest on-
line date for the fast-track RFO to August 1, 2010 is SCE’s current preference and
recommendation.

Additionally, SCE should have the opportunity to consider resources that could require
additional time to come on-line through a standard-track that parallels the fast-track. As set forth
in Attachment A, the Draft Decision should expressly authorize SCE to procure up to 1,500 MW
in total from the resources offered in the fast-track and standard-track portions of its RFO.

Finally, the Commission should modify the Draft Decision to allow PPAs slightly longer

than ten years in term to the extent necessary to capture any remaining peak-season months in

18 See Draft Decision at 45; see also id. at Finding of Fact No. 31; Ordering Paragraph No. 6.
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the final contract year. It is most desirable for new generation projects to come on-line slightly
before the summer peak season or fairly early in the peak season. If the maximum contract term
for such projects is limited to ten years, however, capacity deliveries in the final contract year
will cease prior to the end of the peak season. This is not an optimal time for capacity contracts
to end. Accordingly, the Commission should consider PPAs slightly longer than ten years in
term to capture any remaining peak-season months in the final contract year. SCE considers the
peak season to end on October 31 because there is some probability that SCE’s system will peak

in October.

VL.
RENEWABLES SHOULD BE PERMITTED TO PARTICIPATE IN NEW

GENERATION RFOS ON EQUAL TERMS

The Draft Decision states that renewable projects may participate in new generation
RFOs and appropriately recognizes that any renewable project that is selected will count for RPS
credit.? However, the Draft Decision should be modified to expressly state that new generation
RFOs are not RPS RFOs. Moreover, the Draft Decision should expressly state that no MPR will
be calculated by the Commission for new generation RFOs and no SEP funds will be available to
renewable projects that are selected. The Joint Parties’ recommended modifications are set forth

in Attachment A.

VIL
THE DRAFT DECISION SHOULD CLEARLY IDENTIFY BENEFITING CUSTOMERS

The Draft Decision defines “benefiting customers” on page 26 in footnote 21 and later
states on page 46 that cogeneration departing load would not be exempt from the cost allocation
mechanism. To ensure clarity, the Draft Decision should be modified to define “benefiting

customers” as follows:

19 1d. at 29.
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“Benefiting Customers” means all bundled-service customers, Direct Access

(DA) customers, Community Choice Aggregation (CCA) customers, and others

who are located or locate within the distribution service territory of an Investor

Owned Utility (IOU) but take service from a local publicly-owned utility (as

defined in Public Utilities Code Section 9604(d)) subsequent to the commitment

date for new generation, including Customer Generation Departing Load (CGDL)

and Municipal Departing Load (MDL) customers.

VIII.

CONCLUSION

For the foregoing reasons, the Joint Parties respectfully request that the Commission

adopt the Draft Decision, subject to the modifications set forth in Attachment A.

July 10, 2006
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ATTACHMENT A

Modify text on page 4 as follows:

Accordingly, we will adopt a modified version of the Joint Parties’ proposal on a limited and
transitional basis. This new cost allocation mechanism will not apply to commitments for new
generation made after enly-applhyuntibnew institutions are decided upon, developed and in place.
However, new generation developed pursuant to the interim cost allocation mechanism will
continue to receive the cost recovery treatment adopted in this decision for the duration of the
commitment or at least ten years from the time that a new unit comes on-line. We will only
consider PPAs longer than ten years in term to capture any remaining Deak season months in the
final contract year. W : :

Modify text on page 5 as follows:

Our intent is that the long-term market rules and institutions to be developed in Phase 11
of the RA proceeding will supersede these temporary arrangements. That proceeding will
examine creating multi-year RA requirements for all LSEs as well as capacity markets and other
arrangements for assurmg that sufﬁc1ent generation is built when and where it is needed

Modify text on page 15 as follows:

Under the JP, “benefiting customers” is defined as all bundled-service customers, DA,
community choice aggregators (CCA) and othersiOU-eustomers who are located or locate within
the distribution service territory of an IOU but take service from a local publicly-owned utility
(POU) subsequent to the commitment date for new generation, including Customer Generation
Departing Load (CGDL) and Municipal Departing Load (MDL) customers.

Modify text on page 26, note 21 as follows:

Benefiting customers are defined as all bundled service customers, direct access, community
choice aggregators, and otherstOU-eustemers who are located or locate within a utility
distribution service territory, but take service from a local POU subsequent to the commitment
date for the-new generation-gees-into-serviee, including Customer Generation Departing [.oad
(CGDL) and Municipal Departing Load (MDL) customers. All benefiting customers receive
resource adequacy counting credits.

Modify text on page 27 as follows:

e New generation developed pursuant to the interim cost allocation mechanism
adopted in this decision will receive cost recovery fromWe limit-the- maximum

termrofany-—costpatd-by all customers to-the-termotthecontract—ortH0-vears:
which-everisless;{romthe time- that the new-unit-comes-online for the duration
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of the commitment or at least ten years from the time that a new unit comes on-
line. We will only consider PPAs longer than ten years in term to capture any
remaining peak-season months in the final contract year.

e We intend this mechanism to be strictly transitional. It should not apply to
commitments for new generation made after stay-inplace-enbyuntibnew market-
based institutions are decided upon, developed and functioning. However, new
generation developed pursuant to the interim cost allocation mechanism will
continue to receive the cost recovery treatment adopted in this decision for the
duration of the commitment or at least ten years from the time that a new unit

comes on-line. We will only consider PPAs longer than ten years in term to

capture any remaining peak-season months in the final contract year.Cest

e As previously determined in D.04-12-048, all currently bundled customers, as
well as new load locating within an IOU service area but taking service from
POUs, are responsible for any long-term commitments entered into by the IOUs
for 10 years, unless otherwise modified by the Commission.

Modify text on page 29 as follows:

I0OUs are encouraged to hold all-source solicitations to select long-term contracts but only new
capacity is eligible for the cost-allocating mechanism. Renewable energy projects selected from
a competitive long-term RFO designed to add new capacity to the whole system, will be eligible
for the cost allocation mechanism, but RPS credit will also be shared with all customers.
However, these RFOs are not RPS RFOs, and no market price referent (MPR) will be calculated
by the Commission nor will supplemental energy payment (SEP) funds be available to renewable
projects that are selected. In reality, we expect that most renewable projects will continue to
prefer the RPS solicitation process so long as that process is available in the near term. If the
utility selects an existing facility or demand response resource to fill some of its long-term need,
the contract will not be eligible for the cost-allocation mechanism.

Delete text on pages 29-30 as follows:
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Modify text on page 32 as follows:

will plan to conduct periodic auctions for the energy rights to all resources acquired

under thlS interim proposal Jéheseaﬂet}ens—wa}l—prewd%ﬁ&eﬂght—fer—aﬂether—en&tyte

for—theeapaetty—The I0Us should con51der h1r1ng a th1rd party to admlnlster the
auction. The auction will be overseen by the IOU, the procurement review group
and, if there is one, the third-party evaluator. The cost of administering the auction
shall be considered part of the IOU’s procurement expenses unless the IOU contracts
with a third party, in which case, the cost of the auction shall be considered part of the
cost of the contract. The IOU’s own procurement group will be allowed to bid on the
auction for the energy. The purpose of the auction will be to maximize the energy
value and minimize the residual cost of the RA capacity. The auctions should be
periodic so as to capture the fluctuations in the energy market. The IOUs are not
required to accept any of the resulting bids if bid prices and contract terms are not

competitive and, if there are no bids accepted-forthe-tetinerichtto-the-contraet, then

the IOU will manage the energy dispatch in accordance with the original terms of the

JPHe+twill be-valued-at spetmarketpriees. Implementation details will be worked

out in Phase II of this proceeding.

Modify text on page 38 as follows:

Based on the analysis of future system need presented by CEC at the March 14, 2006
workshop, we find that 1,500 MW is likely to be a conservative estimate of SCE’s future system
need for new resources. We will address in Phase II whether SCE has need beyond 1,500 MW.
In terms of timing, we expect a decision in Phase 2 of R.06-02-013 prior to the final contract
selection in SCE’s “Fast Track” RFO. FhereforewWe find here that it would be acceptable for
SCE to procure up to 1,500 MW in total from the resources offered in the-its “Fast Track™ and
“Standard Track” portions of its RFO, depending on the robustness of offers received.

Modify text on page 42 as follows:

We are mindful of the optimism shared by several parties that a functioning, centralized
capacity market w111 create the proper market 51gnals to promote 1nvestment in new generation in
California.—While he : H o o .

this—prepesal— However out of a need to ensure that new generation does get bullt we adopt a
cost-allocation methodology that is designed to provide an incentive for investment now.

Modify text on page 45 as follows:

We disagree with Sempra, and we will allow PG&E to designate up to 2,250 MW of new
generation thatisnetutiity-eowned-from the recent LTPP RFO to be eligible for the cost-

allocation methodology established in this decision. €E€&-isnoteligible-forthecostallocation
mechanismsineeitis-autiity-ownedresouree—If the PG&E Application goes forward as is,
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PG&E has signed a Purchase and Sale Agreement (PSA) with E&L Westcoast Colusa, and an
Engineering Procurement and Construction (EPC) contract with Wartsila Humboldt. Beth

threeBoth of these projects will count towards PG&E’s needed W.
Modify Finding of Fact No. 18 as follows:

18. We find that it is reasonable to adopt a cost allocation mechanism on a limited and
transitional basis that will not apply to commitments for new generation made after-that-will-enly
apphyuntd we decide upon, develop and put in place new market based institutions in Phase II of
R.05-12-013. However, new generation developed pursuant to the interim cost allocation
mechanism will continue to receive the cost recovery treatment adopted in this decision for the
duration of the commitment or at least ten years from the time that a new unit comes on-line.

We will only consider PPAs longer than ten years in term to capture any remaining peak-season
months in the final contract year.

Modify Finding of Fact No. 20 as follows:

20.  As set forth with-partieularity-herein, each IOU must conduct a periodic auction for the
energy rights to all resources acquired under this interim proposal in order to have the cost
allocation plan applicable to their new generation resources. Implementation details will be
worked out in Phase II of this proceeding. Until such time as an energy rights auction
mechanism can be approved, an auction can be conducted, and energy deliveries can begin under
an energy rights contract, the IOUs should continue to manage energy rights in accordance with
the original terms of the JP.

Modify Finding of Fact No. 26 as follows:

26.  We do not adopt an opt-out mechanism to this cost allocation methodology today, but
defer further consideration to Phase II of R.05-12-013, so it can be considered in concert with
capacity markets and multi-year RAR.18. Any opt-out mechanism that we subsequently adopt
will apply only to future RFOs and will not apply to resources already approved for cost
recovery pursuant to this decision.

Modify Finding of Fact No. 29 as follows:

29.  PG&E has already brought the Commission over 2,200 MW of contracts in A.06-04-012,
following the completion of its RFO for the need authorized in D.04-12-048. We will allow
PG&E to apply the cost allocation methodology to contracts with qualifying new generation-that

is not utihity owned.

Delete Finding of Fact No. 30 as follows:
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Modify Finding of Fact No. 31 as follows:

31. SCE has indicated a willingness to procure up to 1,500 MW of new long-term contracts
and can launeh complete a “fast track” RFO as early as February 2007. While we anticipate a
decision in Phase II of this proceeding prior to the final contract selection in SCE’s “fast track™
RFO, we find it reasonable for SCE to procure up to 1,500 MW in total from the resources
offered in the-+sFebruary2007 “fast track™ and ““standard track™ portions of its RFO, with
resources acquired in both RFOs being eligible for the cost allocation mechanism adopted in this
decision.

Add Finding of Fact No. 38 as follows:

38. For purposes of this Decision, “benefiting customer” is defined as all bundled-service
customers, Direct Access (DA) customers, Community Choice Aggregation (CCA) customers,
and others who are located or locate within the distribution service territory of an Investor
Owned Utility (IOU) but take service from a local publicly owned utility (as defined in Public
Utilities Code Section 9604(d)) subsequent to the commitment date for new generation,
including Customer Generation Departing Load (CGDL) and Municipal Departing Load (MDL)
customers.

Modify Conclusion of Law No. 8 as follows:

8. Pursuant to the plan adopted herein, each IOU is to conduct a periodic auction for the
energy rights to all resources acquired pursuant to this plan._Implementation details will be
worked out in Phase II of this proceeding. Until such time as an energy rights auction
mechanism can be approved, an auction can be conducted, and energy deliveries can begin under
an energy rights contract, the IOUs should continue to manage energy rights in accordance with
the original terms of the JP.

Modify Ordering Paragraph No. 2 as follows:

2. Pursuant to the plan adopted herein, each IOU is to conduct a periodic auction for the
energy rights to all resources acquired pursuant to this plan_in order to have the cost allocation
plan applicable to their new generation resources. Implementation details will be worked out in
Phase II of this proceeding. Until such time as an energy rights auction mechanism can be
approved, an auction can be conducted, and energy deliveries can begin under an energy rights
contract, the IOUs should continue to manage energy rights in accordance with the original terms
of the JP.

Modify Ordering Paragraph No. S as follows:

5. Pacific Gas and Electric Company is-erdered-to-expeditiousty has signed the long-term
contracts for 2,5200 megawatts and these contracts are currently pending before the Commission

in A.06-04-012.—Nen-utility-owned-generation-will-be-eligiblefo
altocation plan.
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Modify Ordering Paragraph No. 6 as follows:

6. Southern California Edison Company is to forthwith conduct a “fasttraek™ request for
proposal for up to 1,500 megawatts and bring long-term contracts from the “fast track™ portion of
its RFO to the Commission for approval no later than February 2007, or be asked to justify its

non-compliance with this order. Nen-utility-owned-generation-wil-be-eligible for-thisnewly
b s s e
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LINDH & ASSOCIATES

7909 WALERGA ROAD, NO. 112
CMTA

ANTELOPE, CA 95843
R.06-02-013

JODY S. LONDON
M.P.A.

PO BOX 3629

PO BOX 3629

OAKLAND, CA 94609
R.06-02-013

GUSTAVO LUNA
AES CORPORATION
690 N. STUDEBAKER RD.

LONG BEACH, CA 90803
R.06-02-013

LYNNE MACKEY
LS POWER DEVELOPMENT
400 CHESTERFIELD CTR., SUITE 110

ST. LOUIS, MO 63017
R.06-02-013

JOHN P. MATHIS
ATTORNEY AT LAW
EDISON MISSION ENERGY
555 12TH ST., NW STE. 640

WASHINGTON, DC 20004
R.06-02-013

MAUREEN LENNON
WHITE & CASE
633 WEST 5TH STREET, 19TH FLOOR

LOS ANGELES, CA 90071
R.06-02-013

JANICE LIN

MANAGING PARTNER
STRATEGEN CONSULTING LLC
146 VICENTE ROAD

BERKELEY, CA 94705
R.06-02-013

ED LUCHA

PROJECT COORDINATOR

PACIFIC GAS AND ELECTRIC COMPANY
PO BOX 770000, MAIL CODE: B9A

PO BOX 770000

SAN FRANCISCO, CA 94177
R.06-02-013

LYNELLE LUND

GENERAL COUNSEL
COMMERCE ENERGY, INC.
600 ANTON BLVD., STE 2000

COSTA MESA, CA 92626
R.06-02-013

DAVID MARCUS
ADAMS BROADWELL & JOSEPH
PO BOX 1287

BERKELEY, CA 94701-1287-1287
R.06-02-013

CHRISTOPHER J. MAYER
MODESTO IRRIGATION DISTRICT
1231 11TH STREET

MODESTO, CA 95354
R.06-02-013
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JIM MAYHEW
NRG ENERGY
211 CARNEGIE CENTER

PRINCETON, NJ 8540
R.06-02-013

BARRY F MCCARTHY

ATTORNEY AT LAW

MCCARTHY & BERLIN, LLP

100 PARK CENTER PLAZA, SUITE 501

SAN JOSE, CA 95113
R.06-02-013

BRUCE MCLAUGHLIN
BRAUN & BLAISING P.C.
915 L STREET, SUITE 1460

SACRAMENTO, CA 95814
R.06-02-013

KAREN NORENE MILLS

ATTORNEY AT LAW

CALIFORNIA FARM BUREAU FEDERATION
2300 RIVER PLAZA DRIVE

SACRAMENTO, CA 95833
R.06-02-013

GREGG MORRIS
GREEN POWER INSTITUTE
2039 SHATTUCK AVE., SUITE 402

BERKELEY, CA 94704
R.06-02-013

SARA STECK MYERS

ATTORNEY AT LAW

LAW OFFICES OF SARA STECK MYERS
122 - 28TH AVENUE

SAN FRANCISCO, CA 94121
R.06-02-013
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MICHAEL MAZUR
3 PHASES ELECTRICAL CONSULTING
2100 SEPULVEDA BLVD., SUITE 37

MANHATTAN BEACH, CA 90266
R.06-02-013

KEITH R. MCCREA

ATTORNEY AT LAW

SUTHERLAND, ASBILL & BRENNAN
1275 PENNSYLVANIA AVENUE, NW
California Manufacturers & Technology
Association

WASHINGTON, DC 20004-2415
R.06-02-013

CHARLES R. MIDDLEKAUF
PACIFIC GAS AND ELECTRIC COMPANY
PO Box 7442

SAN FRANCISCO, CA 94120
R.06-02-013

WILLIAM A MONSEN
MRW & ASSOCIATES, INC.
1999 HARRISON STREET, SUITE 1440

OAKLAND, CA 94612
R.06-02-013

PHILLIP J. MULLER
SCD ENERGY SOLUTIONS
436 NOVA ALBION WAY

SAN RAFAEL, CA 94903
R.06-02-013

ROBERT S. NICHOLS
NEW WEST ENERGY
PO BOX 61868

PHOENIX, AZ 85082-1868
R.06-02-013

RICHARD MCCANN
M.CUBED
2655 PORTAGE BAY ROAD, SUITE 3

DAVIS, CA 95616
R.06-02-013

DOUGLAS MCFARLAN

VP, PUBLIC AFFAIRS

MIDWEST GENERATION EME

440 SOUTH LASALLE ST., SUITE 3500

CHICAGO, IL 60605
R.06-02-013

ROSS A. MILLER

ELECTRICITY ANALYSIS OFFICE
CALIFORNIA ENERGY COMMISSION
1516 9TH STREET MS 20

SACRAMENTO, CA 96814-5512
R.06-02-013

RONALD MOORE
SOCAL WATER/BEAR VALLEY ELECTRIC
630 EAST FOOTHILL BLVD.

SAN DIMAS, CA 91773
R.06-02-013

CLYDE S. MURLEY
INDEPENDENT CONSULTANT
600 SAN CARLOS AVENUE

ALBANY, CA 94706
R.06-02-013

RICK C. NOGER
PRAXAIR PLAINFIELD, INC.
2711 CENTERVILLE ROAD, SUITE 400

WILMINGTON, DE 19808
R.06-02-013
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NOEL OBIORA

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ROOM 4107

SAN FRANCISCO, CA 94102-3214
R.06-02-013

DAVID OLSEN
3804 PACIFIC COAST HIGHWAY

VENTURA, CA 93001
R.06-02-013

CARL K. OSHIRO

ATTORNEY AT LAW
CSBRT/CSBA

100 PINE STREET, SUITE 3110

SAN FRANCISCO, CA 94111
R.06-02-013

JUDY PAU
DAVIS, WRIGHT TREMAINE LLP
ONE EMBARCADERO CENTER, SUITE 600

SAN FRANCISCO, CA 94111-3834
R.06-02-013

EDWARD G. POOLE

ATTORNEY AT LAW

ANDERSON & POOLE

601 CALIFORNIA STREET, SUITE 1300

SAN FRANCISCO, CA 94108-2818
R.06-02-013

RASHA PRINCE
SOUTHERN CALIFORNIA GAS COMPANY
555 WEST 5TH STREET, ML 14D6

LOS ANGELES, CA 90013
R.06-02-013
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TIMOTHY R. ODIL

MCKENNA LONG & ALDRIDGE LLP

1875 LAWRENCE STREET, SUITE 200
Center for Energy and Economic Development

DENVER, CO 80202
R.06-02-013

ERIC OLSON
NAVIGANT CONSULTING INC.
3100 ZINFANDEL DR., STE 600

RANCHO CORDOVA, CA 95670-6078
R.06-02-013

ROBERT OTT
RELIANT ENERGY
PO BOX 148

HOUSTON, TX 77001-0148
R.06-02-013

ROGER PELOTE
WILLIAMS POWER COMPANY, INC.
12736 CALIFA STREET

VALLEY VILLAGE, CA 91607
R.06-02-013

TED POPE

DIRECTOR

COHEN VENTURES, INC./ENERGY
SOLUTIONS

1738 EXCELSIOR AVENUE

OAKLAND, CA 94602
R.06-02-013

ADRIAN PYE
ENERGY AMERICA, LLC
263 TRESSER BLVD.

STAMFORD, CT 6901
R.06-02-013

Jerry Oh

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

AREA 4-D

SAN FRANCISCO, CA 94102-3214
R.06-02-013

FREDERICK M. ORTLIEB
ATTORNEY AT LAW

CITY OF SAN DIEGO

1200 THIRD AVENUE, 11TH FLOOR

SAN DIEGO, CA 92101
R.06-02-013

SHERIDAN J. PAUKER
SHUTE, MIHALY & WEINBERGER LLP
396 HAYES ST.

SAN FRANCISCO, CA 94102
R.06-02-013

CARLOS PENA
SEMPRA LNG
101 ASH STREET

SAN DIEGO, CA 92101
R.06-02-013

JENNIFER PORTER

POLICY ANALYST

SAN DIEGO REGIONAL ENERGY OFFICE
8520 TECH WAY - SUITE 110

SAN DIEGO, CA 92123
R.06-02-013

STEVE RAHON
SAN DIEGO GAS & ELECTRIC COMPANY
8330 CENTURY PARK COURT, CP32C

SAN DIEGO, CA 92123-1548
R.06-02-013
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RICHARD W. RAUSHENBUSH
ATTORNEY AT LAW

LATHAM & WATKINS

505 MONTGOMERY STREET, SUITE 2000

SAN FRANCISCO, CA 94111
R.06-02-013

EDWARD C. REMEDIOS
33 TOLEDO WAY

SAN FRANCISCO, CA 94123-2108
R.06-02-013

THEODORE ROBERTS
SEMPRA ENERGY
101 ASH STREET, HQ 13D

SAN DIEGO, CA 92101-3017
R.06-02-013

Nancy Ryan

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ROOM 5217

SAN FRANCISCO, CA 94102-3214
R.06-02-013

MEGAN SAUNDERS
SEMPRA ENERGY SOLUTIONS
101 ASH STREET, HQ09

SAN DIEGO, CA 92101-3017
R.06-02-013

REED V. SCHMIDT

BARTLE WELLS ASSOCIATES

1889 ALCATRAZ AVENUE

California City-County Street Light Assoc.

BERKELEY, CA 94703-2714
R.06-02-013
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JOHN R. REDDING
ARCTURUS ENERGY CONSULTING
44810 ROSEWOOD TERRACE

MENDOCINO, CA 95460
R.06-02-013

MIKE RINGER
CALIFORNIA ENERGY COMMISSION
1516 NINTH STREET, MS-20

SACRAMENTO, CA 95814
R.06-02-013

LAURA ROOKE

SR. PROJECT MANAGER
PORTLAND GENERAL ELECTRIC
121 SW SALMON ST,

PORTLAND, OR 97204
R.06-02-013

JUDITH SANDERS
151 BLUE RAVINE ROAD

FOLSOM, CA 95630
R.06-02-013

JANINE L. SCANCARELLI
FOLGER LEVIN & KAHN LLP
275 BATTERY STREET, 23RD FLOOR

SAN FRANCISCO, CA 94111
R.06-02-013

PAUL M. SEBY
MCKENNA LONG & ALDRIDGE LLP
1875 LAWRENCE STREET, SUITE 200

DENVER, CO 80202
R.06-02-013

JAN REID
COAST ECONOMIC CONSULTING
3185 GROSS ROAD

SANTA CRUZ, CA 95062
R.06-02-013

Grant Rosenblum

STAFF COUNSEL

ELECTRICITY OVERSIGHT BOARD
151 BLUE RAVINE ROAD

FOLSOM, CA 95630
R.06-02-013

JAMES ROSS

REGULATORY & COGENERATION
SERVICES, INC.

500 CHESTERFIELD CENTER, SUITE 320

CHESTERFIELD, MO 63017
R.06-02-013

SOUMYA SASTRY
PO BOX 770000

SAN FRANCISCO, CA 94177
R.06-02-013

STEVEN S. SCHLEIMER

DIR. OF MARKET & REGULATORY
AFFAIRS

CALPINE CORPORATION

3875 HOPYARD RD.

PO BOX 11749

PLEASANTON, CA 94588-1749
R.06-02-013

MICHAEL SHAMES

ATTORNEY AT LAW

UTILITY CONSUMERS' ACTION NETWORK
3100 FIFTH AVENUE, SUITE B

SAN DIEGO, CA 92103
R.06-02-013
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KAREN M SHEA

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

AREA 4-A

SAN FRANCISCO, CA 94102-3214
R.06-02-013

KEVIN J. SIMONSEN
ENERGY MANAGEMENT SERVICES
646 EAST THIRD AVE

DURANGO, CO 81301
R.06-02-013

JAMES D. SQUERI

ATTORNEY AT LAW

GOODIN MACBRIDE SQUERI RITCHIE &
DAY LLP

505 SANSOME STREET, SUITE 900

SAN FRANCISCO, CA 94111
R.06-02-013

MERIDETH TIRPAK STERKEL
CALIFORNIA PUBLIC UTILITIES
COMMISSION

505 VAN NESS AVENUE

AREA 4-A

SAN FRANCISCO, CA 94102-3214
R.06-02-013

MONA TIERNEY
CONSTELLATION NEWENERGY, INC.
2175 N. CALIFORNIA BLVD., STE. 300

WALNUT CREEK, CA 94596
R.06-02-013

NANCY TRONNAS
CALIFORNIA ENERGY COMMISSION
1516 9TH ST. MS-20

SACRAMENTO, CA 95814-5512
R.06-02-013
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NORA E. SHERIFF

ATTORNEY AT LAW

ALCANTAR & KAHL LLP

120 MONTGOMERY STREET, SUITE 2200

SAN FRANCISCO, CA 94104
R.06-02-013

Donald R Smith

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

ROOM 4209

SAN FRANCISCO, CA 94102-3214
R.06-02-013

SEEMA SRINIVASAN
ALCANTAR & KAHL
120 MONTGOMERY STREET, SUITE 2200

SAN FRANCISCO, CA 94104
R.06-02-013

BOB TANG
ASSISTANT DIRECTOR
CITY OF AZUSA

729 N AZUSA AVENUE

AZUSA, CA 91702
R.06-02-013

SCOTT TOMASHEFSKY

REGULATORY AFFAIRS MANAGER
NORTHERN CALIFORNIA POWER AGENCY
180 CIRBY WAY

NORTHERN CALIFORNIA POWER AGENCY

ROSEVILLE, CA 95678
R.06-02-013

ANN L. TROWBRIDGE
ATTORNEY AT LAW

DOWNEY BRAND, LLP

555 CAPITOL MALL, 10TH FLOOR

SACRAMENTO, CA 95814-4686
R.06-02-013

MARY O. SIMMONS
SIERRA PACIFIC POWER COMPANY
6100 NEIL ROAD, P.O. BOX 10100

RENO, NV 89520
R.06-02-013

MARK J. SMITH
FPL ENERGY
383 DIABLO RD., SUITE 100

DANVILLE, CA 94526
R.06-02-013

Robert L. Strauss

CALIF PUBLIC UTILITIES COMMISSION
505 VAN NESS AVENUE

AREA 2-A

SAN FRANCISCO, CA 94102-3214
R.06-02-013

KAREN TERRANOVA
ALCANTAR & KAHL LLP
120 MONTGOMERY STREET, STE 2200

SAN FRANCISCO, CA 94104
R.06-02-013

WAYNE TOMLINSON
EL PASO NATURAL GAS
PO BOX 1087

COLORADO SPRINGS, CO 80944
R.06-02-013

ANDREW ULMER

CALIFORNIA DEPARTMENT OF WATER
RESROURCE

3310 EL CAMINO AVE., STE. 120

SACRAMENTO, CA 95821
R.06-02-013



R.06-02-013
Monday, July 10, 2006

Lisa Urick

Attorney

San Diego Gas & Electric
101 Ash Street

San Diego, CA 92101
R.06-02-013

ROBIN J. WALTHER
1380 OAK CREEK DRIVE, NO. 316

PALO ALTO, CA 94304-2016
R.06-02-013

JAMES WEIL
AGLET CONSUMER ALLIANCE
PO BOX 37

COOL, CA 95614
R.06-02-013

VALERIE J. WINN
PACIFIC GAS AND ELECTRIC COMPANY
77 BEALE STREET, B9A

SAN FRANCISCO, CA 94105
R.06-02-013

KEVIN WOODRUFF
WOODRUFF EXPERT SERVICES
1100 K STREET, SUITE 204

SACRAMENTO, CA 95814
R.06-02-013

ERIC YUSSMAN

REGULATORY ANALYST
FELLON-MCCORD & ASSOCIATES
9960 CORPORATE CAMPUS DRIVE

LOUISVILLE, KY 40223
R.06-02-013
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ANDREW J. VAN HORN
VAN HORN CONSULTING
12 LIND COURT

ORINDA, CA 94563
R.06-02-013

DEVRA WANG

STAFF SCIENTIST

NATURAL RESOURCES DEFENSE
COUNCIL

111 SUTTER STREET, 20TH FLOOR

SAN FRANCISCO, CA 94104
R.06-02-013

ANDREA WELLER

ATTORNEY AT LAW

STRATEGIC ENERGY, LTD

7220 AVENIDA ENCINAS, SUITE 120

CARLSBAD, CA 92209
R.06-02-013

RYAN WISER
BERKELEY LAB
ONE CYCLOTRON ROAD

BERKELEY, CA 94720
R.06-02-013

JIM WOODWARD
CALIFORNIA ENERGY COMMISSION
1516 NINTH STREET, MS 20

SACRAMENTO, CA 95814-5504
R.06-02-013

EILEEN ZORC

KIRKPATRICK & LOCKHART NICHOLSON
GRAHAM

10100 SANTA MONICA BLVD.7TH FLOOR

LOS ANGELES, CA 90067
R.06-02-013

DAVID VIDAVER
CALIFORNIA ENERGY COMMISSION
1516 NINTH STREET, MS-20

SACRAMENTO, CA 95814
R.06-02-013

JOY WARREN
MODESTO IRRIGATION DISTRICT
1231 11TH STREET

MODESTO, CA 95354
R.06-02-013

JOSEPH F. WIEDMAN

GOODIN MACBRIDE SQUERI RITCHIE &
DAY,LLP

505 SANSOME STREET, SUITE 900

SAN FRANCISCO, CA 94111
R.06-02-013

OSA L. WOLFF

ATTORNEY AT LAW

SHUTE, MIHALY & WEINBERGER LLP
396 HAYES STREET

SAN FRANCISCO, CA 94102
R.06-02-013

E.J. WRIGHT
OCCIDENTAL POWER SERVICES, INC.
5 GREENWAY PLAZA, SUITE 110

HOUSTON, TX 77046
R.06-02-013

MRW & ASSOCIATES, INC.
1999 HARRISON STREET, SUITE 1440

OAKLAND, CA 94612
R.06-02-013
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CALIFORNIA ENERGY MARKETS LEGAL & REGULATORY DEPARTMENT

517 B POTRERO AVENUE CALIFORNIA ISO

151 BLUE RAVINE ROAD
iﬁEOZEQNCISCO' CA 94110-1431 FOLSOM, CA 95630
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